OFFICE OF THE COUNTY EXECUTIVE

Tsiah Loggett ROCKVILLE, MARYLAND 20850
County Executive

MEMORANDUM
October 5, 2010
TO: Nancy Floreen, President, County Coun’/p
FROM: Isiah Leggett, County Executive

SUBJECT: Emergency Medical Services Transport Fee - FY11 Savings Plan

This memorandum is to transmit to the Council an FY'11 Savings Plan to address the
potential loss of revenue in FY11 of over $14.1 million if the referendum on the County’s Emergency
Medical Services Transport fee (EMST fee) is successful in blocking implementation of the fee. The
expenditure constraints that are described below are necessary to maintain a balanced budget in the
current fiscal year and to prepare for a sustainable FY12 budget.

I am proposing that these expenditure savings be made now rather than waiting for later
in the fiscal year because the ballot question has already been certified, it will most likely succeed, and
the longer we wait to take action in this year the more difficult it will be to find the savings to offset this
loss of resources. Please keep in mind that this loss in revenue will actually amount to over $28 million
over FY11 and FY12 and that this is in addition to the projected increased costs in FY'12 of $145 million.
The combination of the loss of the EMST fee revenue and the increased costs will create a budgetary gap
of over $173 million for FY12.

With the potential loss of the EMST fee, we are faced with a few clear choices: make
significant and painful service reductions in the Fire and Rescue Service and other vital programs;
increase taxes; or permanently reduce the County’s reserves to dangerously low levels. Increasing taxes
would damage the County’s competitiveness in attracting and retaining businesses, as well as further
burden County households during these difficult economic times. Reducing the County’s reserves,
especially after the Council recently approved a revision to our reserve policies, would jeopardize the
County’s AAA bond rating, weaken our credibility in financing markets, and significantly increase the
cost of borrowing and constrain the size of our capital budget. I strongly recommend that we not adopt
either of these approaches.

"The only responsible course of action in the face of the potential loss of the EMST fee is
to further reduce the County’s spending by the projected amount of fee revenues. I have asked those
whose actions have made these service cuts necessary; what expenditure reductions or revenue increases
would they suggest to offset the loss of $14.1 million in continuing and growing revenues each year to the
County budget? I previously posed this question to some Councilmembers back in August, but I am still
waiting for a response.




Nancy Floreen, Council President
October 5, 2010
Page 2

These service reductions are necessary to adjust to the realities the County faces. The
EMST fee would support the Fire and Rescue Service in saving lives by providing over $14 million
annually in desperately needed resources through reimbursements from the Federal government and
insurance companics. No County resident will receive a bill for emergency medical services. The
opposition to the EMST fee is not supported by any evidence that imposition of such a fee would impair
Fire and Rescue Services. In fact, all of the data available to us reinforces the common sense
understanding that the fee would enhance the guality of Fire and Rescue Services, at no additional cost to
County residents, by providing the equipment, apparatus, training, and staffing levels needed to maintain
and improve response time. Without this fee, Fire and Rescue Services are certain to suffer and our
residents and businesses will pay the price.

If the entirety of this significant revenue loss in FY'11 were offset with expenditure
reductions fo the Fire and Rescue Service, it would be necessary to eliminate 15 ambulances (110
firefighter positions); two rescue squads (eight firefighter positions); six engines (84 firefighters); and five
ladder trucks (52 firefighters). I do not recommend making these reductions because it would have a
devastating impact on fire and rescue response time, transport time, and endanger public safety. 1am
recommending however, that the loss of EMST fee revenue be offset in part with reductions from the Fire
and Rescue Service (mainly not in direct service programs) and from other County Government
departments, as described on the attached chart.

The recommended reductions do not include any contributions from the Public Schools
or other County agencies at this time because it is highly likely that we will have to revisit reductions in
the budgets of these agencies in the foreseeable future.

In order to possibly mitigate the impact of these proposed reductions, 1 have asked the
County Attorney’s office to review the terms of the settlement agreement reached with the Local Fire and
Rescue Departments (LFRD) in 1996 in the Conway v. Montgomery County case. In that case the County
loaned the LFRDs $7.6 million (plus the amount necessary to cover the employer’s portion of payroll
taxes) in order to settle outstanding claims against the LFRDs. The loan was secured by Notes and Deeds
of Trust on the LFRD’s property and was to be reduced in one-third increments every five years. To date
$5.1 million has been forgiven. There is approximately $2.5 million outstanding on this loan. The
County Attorney is evaluating whether the County has a basis on which to collect on the outstanding
balance of this loan in order to offset the impact of the service reductions described in this transmittal.

I also want to stress that the fiscal problem that would be created with the rejection of the
EMST fee in the upcoming referendum will not be a one time challenge. The loss of this recurring source
of revenue will harm the County’s ability to meet the needs of the Fire and Rescue Service in the current
fiscal year and for the foreseeable future. It will be considerably more difficult to meet the needs of
apparatus replacement, opening new stations, and maintaining adequate staffing levels with a growing
and urbanizing County. The loss of these resources will not only severely impact Fire and Rescue
Services, it will also have a negative impact on other County services including education and those
programs serving our most vulnerable residents because tax-supported resources will be diverted from
these uses to address public safety needs.
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I believe strongly that receiving reimbursements from the Federal government and
insurance companies is far preferable to taxing our residents or cutting vital County services. Under the
current conditions however, I believe the approach I am recommending is difficult but necessary course
of action to address this revenue shortfall.

I respectfully request that the Council approve this Savings Plan for the current fiscal
year budget.

IL.:jfb
Attachmenis

¢: Timothy L. Firestine, Chief Administrative Officer
Dr. Jerry Weast, Superintendent, Montgomery County Public Schools
Francoise Carrier, Chair, Montgomery County Planning Board
Dr. DeRionne P. Pollard, President, Montgomery College
Jerry N. Johnson, General Managet/CEO, Washington Suburban Sanitary Commission
Annie B, Alston, Executive Director, Housing Opportunities Commission
All Department Heads and Office Directors
Administrative Service Coordinators and Functioning Equivalents
Office of Management and Budget Staff
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